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ABSTRACT 



This paper proposes to measure inequality in educational 
achievement by constructing a Gini index on educational attainment. It uses 
the proposed measure to analyze the relationship between inequality in world 
income and educational attainment (in terms of both the average attainment 
and the dispersion of attainment) . Though theoretical considerations suggest 
a nonlinear relationship between these two measures of inequality, actual 
data indicate that there is a strong negative link between average years of 
education and measured income inequality. Multivariate regression analysis 
indicates that if the negative correlation between average educational 
attainment and the dispersion of educational attainment are taken into 
account, the relationship between income inequality and average years of 
schooling appears U-shaped, with a lower turning point at 6.5 years. Income 
inequality is also negatively related to per capita income and positively 
related to the capital /output ratio and government expenditure on education. 
The relative contribution of education to income inequality explains between 
3 and 16 percent of the variance, though the fraction is higher and shows a 
rising trend in developed countries. Data sources and additional tables are 
appended. (Contains 65 references.) (SM) 
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ABSTRACT 



In this paper we propose to measure the inequality of educational achievements 
by constructing a Gini index on educational attainments. We then use the 
proposed measure to analyse the relationship between inequality in incomes 
and educational achievements (in terms of both the average attainments and the 
dispersion of attainments). Even if theoretical considerations suggest a non- 
linear relationship between these two measures of inequality, actual data 
indicate that there is a strong negative linkage between average years of 
education and measured income inequality. Multivariate regressions also 
demonstrate that, if we take into account the negative correlation between 
average educational achievement and the dispersion of educational 
achievement, the relationship between income inequality and average years of 
schooling appears U-shaped, with a lower turning point at 6.5 years. Income 
inequality is also negatively related to per capita income and positively related 
to the capital/output ratio and government expenditure on education. Looking 
at the relative contribution of education to income inequality, we find that it 
explains between 3 per cent and 16 per cent of the variance, though the fraction 
is higher and shows a rising trend in developed countries. 
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I THE ISSUE 



In the literature on the relationship between income inequality and output 
growth, several authors claim that greater income inequality reduces growth. 1 
The empirical evidence indicates that one standard deviation decrease in 
income inequality raises the annual growth rate of product per capita by 0.5- 
0.8 percentage points. However, there is no consensus about the underlying 
causal mechanism. On one side, a political economy mechanism calls for a role 
for redistributive policies: greater income inequality generates increased social 
pressure and social instability, and this creates an adverse environment for 
investment in physical capital. On the other side, greater income inequality and 
greater poverty inhibit access to schooling and investment in human capital, 
thus reducing the potential for growth. Both explanations are at odds with a 
deeper scrutiny. The political mechanism hinges on the disincentive effect 
created by fiscal redistribution, which is not confirmed by the data. 2 The 
liquidity constraint explanation requires that the access to education be 
prevented by lack of financial resources, which is hardly the case in countries 
where public education is nearly cost-free at the compulsory level. 3 

On the whole, this literature seems unable to provide conclusive results for the 
very same reasons that the contribution of Kuznets (1955) has never achieved 
the status of a stylized fact in economics: it is impossible to identify a common 
pattern of development among countries throughout the world because social 
structures evolve differently (according to historical heritage, religion, ethnic 
composition, and cultural traditions). 4 While we largely share the opinion on 
the impossibility to identify a unique model for a 'social structure of 
accumulation’, we still believe that there is something to be learnt from 
generalizing single country experiences. In this respect, the causal relationships 
governing aggregate educational choices have yet to be understood. The 
theoretical literature makes many simplifying assumptions, the main one of 
which is that income inequality and educational choices are perfectly 
correlated and that the resulting earning distribution replicates educational 
choices. This allows the identification of an intergenerational equilibrium in 
income and education distributions. Since the two variables are perfectly 



1 Good surveys of this literature can be found in Benabou (1996a), Bourguignon (1996), 
Aghion, Caroli and Gracia-Penalosa (1999), and Barro (1999). 

2 See Perotti (1996). 

3 Some empirical evidence in support of these propositions is offered in Bourguignon 
( 1 994), Checchi ( 1 999) and Filmer and Pritchett ( 1 998). 

4 This is the explanation put forward by Brandolini and Rossi (1998) to account for 
different relationships between inequality and growth in subgroups of countries. 
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